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11:2-13.9 Effective date

This regulation shall become effective on February 1,
1975.

SUBCHAPTER 14. (RESERVED)

SUBCHAPTER 15. INSOLVENT INSURERS

11:2-15.1 Cancellation of property and liability policies

Whenever an insurer is declared insolvent by a court of
competent jurisdiction, or its business is suspended under
the laws of its state of incorporation, or its certificate of
authority is revoked by this State, the company’s insurance
policies shall be deemed cancelled by said insurer if the
policy is terminated at the request of the policyholder. The
insurer thereupon shall be obligated to return the unearned
premiums including the unearned commissions to the policy-
holder.

R.1974 d.190, eff. July 16, 1974.
See: 6 N.J.R. 323(a).

SUBCHAPTER 16. GUARANTEED ARREST
BOND CERTIFICATES OF AUTOMOBILE
CLUB UNDERTAKING

11:2-16.1 General provisions

(a) Whenever a domestic or foreign surety company
which has qualified to transact surety business in this State,
in any year, becomes surety in an amount not to exceed
$500.00 with respect to any guaranteed arrest bond certifi-
cates issued in such year by an automobile club or associa-
tion by filing with the Commissioner of Insurance an under-
taking thus to become surety, such undertaking shall state:

1. The name and address of the automobile club or
clubs or automobile association or associations with re-
spect to guaranteed arrest bond certificates of which the
surety company undertakes to be surety;

2. The unqualified obligation of the surety company
to pay the fine or forfeiture in an amount not to exceed
$500.00 of any person who, after posting a guaranteed
arrest bond certificate with respect to which the surety
company has undertaken to be surety, failed to make the
appearance for which the guaranteed arrest bond certifi-
cate was posted.
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(b) Such finding shall be filed with the Commissioner 10
days prior to its effective date. If such undertaking is
terminated, the Commissioner of Insurance shall be notified
as promptly as possible but not later than the effective date
of such termination.

(c) Any undertakings to become surety that are in effect
at this time shall be filed with the Commissioner of Insur-
ance in accordance with the above within 30 days of the
effective date of this regulation.

R.1974 d.282, effective October 11, 1974.
See: 6 N.JR. 322(a), 6 N.J.R. 437(a).
Amended by R.1991 d.4, effective January 7, 1991.
See: 22 N.LR. 1673(a), 23 N.J.R. 103(a).
Increased maximums in (a) from $200.00 to $500.00.

SUBCHAPTER 17. UNFAIR CLAIMS
SETTLEMENT PRACTICES

Authority
N.J.S.A. 17:1-8.1, 17:1C-6(e), 17:29B-1 et seq. and 17B:30-1 et seq.

Source and Effective Date

R.1981 d.407, effective November 2, 1981
(operative January 15, 1982).
See: 12 NJ.R. 600(f), 13 N.J.R. 774(c), 13 N.J.R. 8%4(a).
Petition for Rulemaking. See: 26 N.J.R. 2487(b).

11:2-17.1 Purpose

N.J.S.A. 17:29B4(9) and 17B:30-13.1 prohibit insurers
from engaging in unfair claims settlement practices. The
purpose of this subchapter is to promote the fair and
equitable treatment of claimants by defining certain mini-
mum standards for the settlement of claims which, if violat-
ed with such frequency as to indicate a general business
practice, would constitute unfair claims settlement practices
in the business of insurance.

11:2-17.2 Scope

This subchapter applies to all persons and all policies
except the following: ocean marine, fidelity and surety,
boiler and machinery and workers’ compensation. It shall
also not apply to commercial property and liability policies
for which the annual premium is more than $10,000 and
where the claim is made by the commercial insured. This
subchapter is not exclusive, and other acts, not herein
specified, may also be found to constitute unfair claims
settlement practices. This subchapter is not intended to
supersede any other rule or regulation.

11:2-17.3 Definitions

The following words and terms, when used in this sub-
chapter, shall have the following meanings, unless the con-
text clearly indicates otherwise.

5-15-95



11:2-17.3

DEPARTMENT OF INSURANCE

“After market part” means sheet metal or plastic parts
which constitute the exterior of an automobile, including
inner and outer panels, manufactured by any manufacturer
other than the original manufacturer of the part. Examples
of after market parts include, but are not limited to, the
following: doors, hoods, fenders, trunk lids, grills and
bumper components.

“Catastrophe” means a calamity or other disastrous event
that causes widespread losses resulting in excessive claims
volume.

“Claimant” means either a first party claimant, a third
party claimant, or both and includes such claimant’s desig-
" nated legal representative and includes a member of the
claimant’s immediate family designated by the claimant.

“Claims settlement” means all the activities of an insurer
relating directly. or indirectly to the determination of the
extent of liabilities due or potentially due under coverages
afforded by the policy, and which result in a claim payment
Or acceptance, compromise or rejection.

“First party claimant” means an individual, corporation,
association, partnership, or other legal entity asserting a
right to payment under an insurance policy or insurance
contract arising out of the occurrence of the contingency or
less covered by such policy or contract.

“Insurer” means any person, corporation, association,
partnership, company, fraternal benefit society, eligible un-
authorized surplus lines insurer and any other legal entity
engaged as an indemnitor or contractor in the business of
insurance. For the purposes of this subchapter, “insurer”
shall include any individual, corporation, association, part-
nership or other legal entity authorized to represent an
insurer with respect to a claim.

“Investigation” means all activities of an insurer related
directly or indirectly to the determination of liabilities under
coverages afforded by an insurance policy.

“Notification of claim” means any notification, whether in
writing or other means acceptable under the terms of an
insurance policy or insurance contract, to an insurer or its
agent, by a claimant, which reasonably apprises the insurer
of the facts pertinent to a claim.

“Pertinent communication” means all correspondence as
well as conversations or other forms of communication that
are materially related to the handling of a claim.

“Policy” means any contract of insurance and includes,
but is not limited to, all policies, contracts, certificates,
riders and endorsements which provide insurance coverage.

“Proof of loss” means the necessary documentation re-
quired from a claimant to establish entitlement to payment
or benefits under a policy.

“Third party claimant” means any individual, corporation,
association, partnership or other legal entity asserting a
claim against any individual, corporation, association, part-
nership or other legal entity insured under an insurance
policy or insurance contract of an insurer,

“Workers’ compensation” includes, but is not limited to,
Longshoreman’s and Harbor Workers’ Compensation.

Amended by R.1988 d.480, effective October 17, 1988.
See: 20 N.J.R. 1159(a), 20 N.J.R. 2578(a).
Added definition “after market part”.
Petition for Rulemaking.
See: 25 N.I.R. 6065(a).

11:2-17.4 Miscellaneous rules

(a) Every insurer shall distribute copies of this subchapter
to every person directly responsible for the handling and
settlement of claims subject to- this subchapter. Every
insurer shall satisfy itself that all such responsible persons
are thoroughly conversant with and are complying with this
subchapter.

(b) All correspondence to a claimant required of an
insurer pursuant to this subchapter shall be written in easy
to read and understandable terms. This subsection shall
not apply to correspondence to a claimant’s legal represen-
tative.

11:2-17.5 Misrepresentation of policy provisions

(a) No insurer shall fail to fully disclose to first party
claimants all pertinent benefits, coverages or other provi-
sions of an insurance policy or insurance contract under
which a claim is presented.

(b) No agent, broker, or insurer shall conceal from first
party claimants benefits, coverages or other provisions of
any insurance policy or insurance contract when such bene-
fits, coverages or other provisions are pertinent to a claim.

(¢) No insurer shall, except where there is a time limit
specified in the policy, make statements, written or other-
wise, requiring a claimant to give written notice of loss or
proof of loss within a specified time limit and which seek to
relieve the company of its obligations if such time limit is
not complied with unless the failure to comply with such
time limit prejudices the insurer’s rights.

(d) No insurer shall request a claimant to sign a release
that extends beyond the subject matter that gave rise to the
claim payment.

(¢) No insurer shall issue checks or drafts in partial
settlement of a loss or claim using language which releases
the insurer or its insured from its total liability.
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11:2-17.6 Rules for replying to pertinent communications

(a) All claims must be reported to the designated insurer
by a broker no later than three working days following
receipt of notification of claim by the broker. For the
purposes of this subsection, “broker” shall include a produc-
er of record with respect to any residual market mechanism
created by statute.

(b) Every insurer, upon receiving notification of claim
shall, within 10 working days, acknowledge receipt of such
notice unless payment is made within such period of time.
This acknowledgement shall include the address and tele-
phone number of the insurer claims office or authorized
claims representative which will handle the claim. Notifica-
tion given to an agent of an insurer shall be considered
notice to the insurer.

(c) Every insurer, upon receiving notification of claim,
shall promptly provide first party claimants with necessary
claim forms, instructions, and reasonable assistance so that
such claimants can comply with the policy conditions and
the insurer’s reasonable requirements, Compliance with
this subsection (c) within 10 working days of notification of
a claim shall constitute compliance with (b) above.

(d) Every insurer, upon receipt of any inquiry from the
Insurance Department respecting a claim shall, within 15
working days of receipt of such inquiry furnish the Depart-
ment with, based on the information available to the insurer,
a complete and accurate written response to the inquiry.

(e) An appropriate reply shall be made within 10 working

days on all other pertinent communications from a claimant.

which reasonably suggest that a response is expected.

Amended by R.1991 d.4, effective January 7, 1991.
See: 22 N.J.R. 1673(a), 23 N.J.R. 103(a).

Deleted references to “New Jersey Automobile Insurance Plan and
the New Jersey Insurance Underwriting Association”.

11:2-17.7 Rules for prompt investigation and settlement of
claims

(a) Every insurer shall commence an investigation on all
claims other than auto physical damage within 10 working
days of receipt of notification of claim.

(b) The maximum payment period for all personal injury
protection (PIP) claims shall be 60 calendar days after the
insurer is furnished written notice of the fact of a covered
loss and of the amount of same; provided, however, that an
insurer may secure a 45-day extension in accordance with
N.J.S.A. 39:6A-5.

(c) Unless a clear justification exists, or unless otherwise
provided by law, the maximum payment periods for proper-
ty/liability claims shall be as follows:

1. For all first party claims other than personal injury
protection (PIP) and auto physical damage (see N.J.A.C.

11:3-10.5(a)), 30 calendar days from receipt by the insw
er of properly executed proofs of loss.

2. For all third party property damage claims, 4
calendar days from receipt by the insurer of notificatio
of claim.

3. For all third party bodily injury claims, 90 calend:
days from receipt by the insurer of notification of clain

(d) Unless a clear justification exists, or unless otherwis
provided by the policy, all life insurance claims shall be pai
within a maximum payment period of 30 calendar day
The payment period is defined as the period between th
date proof of loss is received by the insurer and the date «
claims settlement.

(e) Except as provided in (€)1 below, all health insuranc
claims shall be paid no later than 60 calendar days after th
insurer receives written notice of the claim.

1. The maximum payment period for health insuranc
claims may be extended under the following circun
stances:

i. The health insurer contests a claim, and tt
insurer sends written notice of such fact to the insure
or insured’s assignee within 45 calendar days of th
insurer’s receipt of the claim. The notice that a clai
is contested shall identify the contested portion of tt
claim and the reasons for contesting the claim. If on
a portion of a claim is contested, the insurer shall rem
payment for the uncontested portion in accordance wit
(e) above; or

ii. The health insurer requests additional inform
tion from the insured concerning a claim that tt
insurer is contesting. After the insurer receives tt
additional information requested, the insurer shall ¢
ther pay or deny the claim within 90 calendar days «
the insurer’s receipt of the additional information.

2. Payment of a health insurance claim shall be co:
sidered to have been made ecither:

i. On the date a draft or other valid instrume:
equivalent to payment was placed in the United Stat
mail in a properly addressed, postpaid envelope; ¢

ii. If not posted pursuant to (€)2i above, on the da
of delivery of a draft or other valid instrument equiv
lent to payment.

3. If the health insurer fails to make payment on
claim within the time limits set forth in this subsectio
the insurer shall pay simple interest on the amount of tl
overdue payment at the rate of 10 percent per yes

() If the insurer is unable to settle the claim within tt
time periods specified in (c) through (e) above, the insur
must send the claimant written notice by the end of ti
payment periods specified in (c) through (e) above. TI
written notice must state the reasons additional time
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needed, and must include the address of the office responsi-
ble for handling the claim and the insured’s policy number
and claim number. This notice shall also include a tele-
phone number which is toll free, or which can be called
collect, or which is within the claimant’s area code. This
number shall provide direct access to the responsible claims
office or shall enable the claimant to gain such access at no
greater expense than the cost of a telephone call within his
or her area code. An updated written notice setting forth
the reasons additional time is needed shall be sent within 45
days after the initial notice and within every 45 days thereaf-
ter until all elements of the claim are either honored or
rejected. This subsection shall not apply after a claimant
has filed a lawsuit pursuant to his or her claim.

(8) Unless otherwise provided by law, every insurer shall
pay any amount finally agreed upon in settlement of all or
part of any claim not later than 10 working days from either
the receipt of such agreement by the insurer or the date of
the performance by the claimant of any conditions set by
such agreement, whichever is later.

(h) Where there is a reasonable basis supported by spe-
cific information available for review by the Department of
Insurance that the first party claimant has fraudulently
caused or contributed to the loss by arson, or other fraudu-
lent schemes, the insurer shall be relieved from the require-
ments of (c) through (f) above. Provided, however, that the
claimant shall be advised of the acceptance or denial of the
claim within a reasonable time for full investigation after
receipt by the insurer of a properly executed proof of loss.

Amended by R.1982 d.400, effective November 15, 1982.
See: 14 N.J.R. 966(a), 14 N.J.R. 1307(b).

Amended by R.1992 d.93, effective February 18, 1992.
See: 23 N.J.R. 2830(a), 24 N.J.R. 622(a).

Maximum payment period for personal claims specified at (b).
Amended by R.1992 d.493, effective December 7, 1992.

See: 23 N.JR. 3196(c), 24 N.J.R. 4391(a).

Subsection (d) added to provide for payment of all health insurance
claims within 60 days, with certain exceptions as specified.
Petition for Rulemaking.

See: 25 N.J.R. 6065(a).

11:2-17.8 Rules for fair and equitable settlements and
reasonable explanations applicable to all
insurance

(a) No insurer shall deny or offer to compromise a claim
because of a policy provision, including any concerning
liability, a condition, or an exclusion without providing a
specific reference to such language and a statement of the
facts which make that language operative.

(b) Any denial or offers of compromise to the claimant
shall be confirmed in writing and shall be kept in the
appropriate claim file.

(c) In any case where a first party claim is denied or a
compromise is offered, the insurer shall notify the first party
claimant of any applicable policy provision limiting such
claimant’s right to sue the insurer.
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(d) Insurer shall not fail to settle first party claims on the
basis that responsibility for payment should be assumed by
others except as may otherwise be provided by law or policy
provisions such as Workers’ Compensation exclusions, or
coordination of benefits provisions.

(e) If a claimant is actively negotiating with an insurer for
settlement of a claim, and the claimant’s rights may be
affected by a statute of limitations or a policy time limit, the
insurer shall provide the claimant with written notice that
the time limit may be expiring and may affect the claimant’s
rights. Such notice shall be given to claimants 60 calendar
days before the date on which such time limit may expire.
This rule shall only apply if the insurer is negotiating a
claims settlement with a person who is neither an attorney
nor represented by an attorney.

(f) No insurer shall make statements which indicate that
the rights of a claimant may be impaired if a form or release
is not completed within a given period of time unless the
statement is given for the purpose of notifying the claimant
of any applicable law or policy provision.

() Unless otherwise provided by law, in any case where
there is no dispute as to one or more elements of a claim,
payment for such element(s) shall be made notwithstanding
the existence of disputes as to other elements of the claim
where such payment can be made without prejudice to
either party.

(h) An insurer shall not compel claimants to institute
litigation to recover amounts due under an insurance policy
by offering substantially less than amounts recovered in
actions brought by such claimants.

(i) No insurer shall deny payment of a claim when it is
reasonably clear that either full or partial benefits are
payable.

() No claim shall be denied or compromised based on an
exclusion, reduction or limitation in a policy unless docu-
mentation of facts rendering the exclusion, reduction or
limitation operative can be obtained. If such documenta-
tion is not made a part of the claim file, the insurer shall
place in the claim file a written notation explaining how
documentation may be obtained.

(k) With respect to first party claims, insurers shall make
claim payments by check or draft with a statement setting
forth the coverage under which payment is made and in
sufficient detail so that first party claimants can reasonably
understand the benefits included within the claim payment.
The details should include an explanation of how the benefit
payment was calculated. This subsection shall not apply to
claims in which the claim payment figure was arrived at
through negotiations between the insurer and the first party
claimant.
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(/) If a first party claimant or a third party claimant not
represented by an attorney does not submit sufficient infor-
mation to establish his or her entitlement to the benefits
claimed, then the insurer shall provide the claimant with a
general description of the information and documentation
needed to establish such entitlement.

11:2-17.9 Rules for fair and equitable settlements
applicable to life and health insurance
(a) No insurer shall indicate on a payment draft, check or
in any accompanying cover letter that said payment is
“final” if additional benefits relating to the claim for which
benefits are being paid are payable under the policy.

(b) When it is apparent to the insurer that additional
benefits would be payable under a policy upon receipt of
additional proofs of loss from the claimant, the insurer shall
explain to the claimant in writing or by telephone the
additional proofs or information needed to establish entitle-
ment to additional benefits.

(c¢) No insurer shall undertake any activity that has the
effect of coercing the insured to settle a disability claim on a
lump sum basis.

(d) No insurer shall pay a claim involving both a covered
and noncovered condition on a percentage basis of contrib-
uting loss, unless said percentage is reasonable.

(e) Settlement of claims for a fraction of an indemnity
period shall be on a pro rata basis unless the policy specifi-
cally excludes pro-rata payments.

(f) If it is found that an insured’s age is overstated on an
individual life or health policy or understated on an annuity,
benefits shall be adjusted upward under a policy which
contains a misstatement of age provision specified in
N.J.S.A. 17B:25-6 and N.J.S.A. 17B:26-18.

(g) No insurer shall request a claimant to sign an agree-
ment which releases the insurer from all future claims under
an insurance policy unless no other benefits are payable
under it.

(h) Unless otherwise provided by the policy, no insurer
may terminate disability benefits based solely on lack of
regular medical attendance when the disability has been
verified by a physician and can reasonably be expected to
continue beyond the date through which benefits have been
paid.

(i) No policy shall be rescinded and claim denied for loss
incurred during the contestable period based on material
misrepresentation by the applicant unless the application is
a part of the contract.

(i) No policy shall be rescinded and claim denied for loss
incurred during the contestable period based on omission of
material information when such information is not specifi-
cally requested on the application.

(k) When an application for a life/health policy contains
only one medical question or declaration as to general status
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of the insured’s health, such as, “Are you now in goo
health?”, an insurer shall not rescind a policy or deny
claim for loss incurred during the contestable period on th
basis of material misrepresentation, if based on the totalif
of circumstances, the insured responded to the best ¢
histher knowledge and belief that the general status ¢
his/her health was satisfactory.

Petition for Rulemaking.
See: 25 N.I.R. 6065(a).

11:2-17.10 Rules for fair and equitable settlements
applicable to property and liability insuranc
(a) This section, unless otherwise noted in this subchaj
ter, is applicable to claims arising under all property/liabili
coverages. This section is organized so that the requir
ments for all lines of property/liability insurance are foun
in (a)1 through 6 below; for automobile insurance only, i
(a)7 through 13 below; and for other than automobi
insurance only, in (a)14 and 15 below. The requirements ¢
this section with respect to motor vehicle claims are i
addition to the requirements of N.J.A.C. 11:3-10. In add
tion to the provisions of this section, the requirements fc
auto physical damage first party claims found in N.J.A.(
11:3-10.1 through 10.4 shall also be construed to apply 1
automobile property damage third party claims from tl
time that liability becomes reasonably clear. The requir
ments are as follows:

1. Where liability and damages are reasonably clea
insurers shall not recommend that third party claiman
make claim under their own policies solely to avoi
paying claims under such insurer’s policy.

2. When the amount claimed is reduced because «
betterment or depreciation, all information and calcul:
tions for such deduction shall be contained in the clai
file. Such deductions shall be itemized and specified :
to dollar amounts and shall be fair and equitable.

3. Unless the question has been specifically negotia
ed, the insurer remains liable for hidden damage direct
related to the loss giving rise to the claim subject to poli¢
terms, conditions and limits.

4. No insurer shall refuse to grant advance paymen
on a claim primarily because the claimant has retained &
attorney for the purpose of facilitating recovery on his/hi
behalf.

5. No insurer shall deny a claim for failure to exhib
the property without proof of demand and unfounde
refusal by a claimant to do so.

6. Unless the insurer is exercising a right under tt
policy to repair damaged property, it shall not require :
a condition to payment of claims that repairs be made 1
a particular contractor or repair shop.

7. In all automobile physical damage claims, the fir
party claimant shall be notified at the time of the insure:
acknowledgement of the claim, or sooner if inquiry
made, whether coverage exists for the rental of an autc
mobile subject to policy terms and conditions.
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8. When an insurer acknowledges receipt of an auto-
mobile property damage liability claim, or sooner if the
claimant inquires, it shall inform the claimant whether
and to what extent he or she will be entitled, if the
insurer’s liability later becomes reasonably clear, to pay-
ment for the rental of an automobile or other substitute
transportation. Such payment will ordinarily be for the
rental of an automobile at a reasonable price until the
damaged vehicle is repaired or, in the event of a total
loss, until the claim is settled. When an insurer uses the
doctrine of comparative negligence to determine its re-
sponsibility for-the cost of substitute transportation, it
shall, as soon as is practicable, advise the claimant of the
extent of its liability.

9. An insurer shall provide notice to a claimant three
working days prior to the termination of payment for
automobile storage charges and place a copy of such
notice in a claim file.

10.  All after market parts manufactured after October
17, 1988 used in the repair of an automobile where
insurance proceeds provide the basis of payment therefor
shall carry sufficient permanent identification so as to
identify the manufacturer thereof. Such identification
shall be accessible after installation to the extent possible.

11. No insurer shall require the use of after market
parts in the repair of an automobile unless the after
market part is warranted by the manufacturer in a reason-
able manner as to duration and coverage and at least
equal in like kind and quality to replacement parts avail-
able from the original manufacturer of the part in terms
of fit, quality and performance. Use of after market parts
which have been certified by an independent testing labo-
ratory as being of like kind and quality to the original
manufactured part will be deemed to be in compliance
with the requirements of this paragraph.

12. Insurers specifying the use of after market parts
shall pay for any modifications which may become neces-
sary in making the repair.

13. Where the insurer specifies the use of after mar-
ket parts, the insurer shall disclose to the claimant, in
writing, either on the estimate or on a separate document
attached to the estimate, the following information, which
shall appear in print no smaller than 10 point type:

THIS ESTIMATE HAS BEEN PREPARED BASED
ON THE USE OF AUTOMOBILE PARTS NOT
MADE BY THE ORIGINAL MANUFACTURER.
PARTS USED IN THE REPAIR OF YOUR VEHI-
CLE BY OTHER THAN THE ORIGINAL MANU-
FACTURER ARE REQUIRED TO BE AT LEAST
EQUAL IN LIKE KIND AND QUALITY IN TERMS
OF FIT, QUALITY AND PERFORMANCE TO RE-
PLACEMENT PARTS AVAILABLE FROM THE
ORIGINAL MANUFACTURER.
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The insurer shall clearly identify on the estimate of such
repair all after market parts installed on the vehicle.

14. If the insurer intends to exercise its right to in-
spect, or cause to be inspected by an independent apprais-
er, damages prior to repair, it shall have 10 working days
following receipt of notification of claim to inspect the
claimant’s damaged property at a place and time reason-
-ably convenient to the claimant, provided that the claim-
ant has not refused to make the property available for
inspection. For third-party property damage claims, this
paragraph shall apply once the insured’s liability is rea-
sonably clear. This paragraph does not apply to losses
caused by a catastrophe. ’

15. If any loss other than a motor vehicle loss subject
to N.JLA.C. 11:3-10 is to be settled on the basis of a
written estimate prepared by or for the insurer, the
insurer shall supply to the claimant before beginning
negotiations a copy of the estimate upon which the settle-
ment is to be based.

i. Such estimate prepared by or for the insurer shall
be reasonable, and of an amount which will allow for
repairs to be made in accordance with generally accept-
ed standards for safe and proper repairs, subject to
policy conditions, such as limits, deductible, deprecia-
tion, and prior damage.

ii. If the claimant subsequently claims, based upon a
written estimate which he/she obtains, that necessary
repairs will exceed the written estimate prepared by or
for the insurer, the company shall review the written
estimate and respond to the claimant within 10 working
days, and may provide or, if requested, must provide
the claimant with the name of the repair shop or
contractor that will make the repairs in accordance with
generally accepted standards for safe and proper re-
pairs.

Amended by R.1988 d.480, effective October 17, 1988.
See: 20 N.J.R. 1159(a), 20 N.J.R. 2578(a).

Added new 10-13; renumbered old 10-11 as 14-15.
Administrative Correction to (a)13.
See: 21 N.J.R. 3666(a).

11:2-17.11 Written notice by insurers of payment of third-
party claims

(a) Upon payment of $5,000 or more in settlement of any
third-party liability claim, where the claimant is a natural
person, the insurer or its representative (including the insur-
er’s attorney) shall mail to the third-party claimant written
notice of payment at the same time payment is made to the
third-party claimant’s attorney or other representative.

(b) The written notice referred to in (a) above shall be
mailed to the claimant by regular mail at the claimant’s last
known address, and shall include at least the following
information:

1. The amount of the payment;
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2. The party or parties to whom the check is made
payable;
3. The party to whom the check was mailed; and

4. The address of the party to whom the check was
mailed.

(c) Nothing in (a) above shall create, or be construed to
create, a cause of action for any person or entity, other than
the Department of Insurance, against the insurer or its
representative based upon a failure to serve such notice, or
the defective service of such notice. Nothing in (a) above
shall establish, or be construed to establish, a defense for
any party to any cause of action based upon a failure by the
insurer or its representative to serve such notice, or the
defective service of such notice.

New Rule, R.1993 d.681, effective December 20, 1993.
See: 25 N.J.R. 3921(a), 25 N.J.R. 5929(b).

11:2-17.12 Examinations

(a) Each insurer’s claim files are subject to examination
and inspection by the Commissioner or by his duly appoint-
ed designees pursuant to N.J.S.A. 17:23-4, 17:29B-5,
17B:21-3 and 17B:30-16.

(b) Detailed documentation and/or evidence shall be con-
tained in each claim file in order to permit the Commission-
er or his designated examiners or investigators to recon-
struct the company’s activities relative to the claims settle-
ment. Such documentation shall include but is not neces-
sarily limited to all investigative reports, payment vouchers,
transactions, notices, memoranda and work papers. With
respect to automobile damage claims, file documentation
also shall include the name, address, telephone number and
license number of any auto body repair facility that has been
utilized by the insurer in the adjustment of the loss or repair
of the automobile. All such documentation shall be proper-
ly dated and, for investigative reports, notes, memoranda
and work papers, the parties preparing such documents shall
be identified.

(c) Every insurer shall maintain records of all pertinent
communications relating to a claim. The records must
identify the date of the communication and the parties, and
describe the substance of the communication.

Amended by R.1987 d.249, effective June 15, 1987.
See: 18 N.JI.R. 2415(a), 19 N.J.R. 1096(a).
Inserted new text in (b) “With respect to ... of the automobile.”
Recodified from 11:2-17.11 by R.1993 d.681, effective December 20,
1993.
See: 25 N.UJ.R. 3921(a), 25 N.J.R. 5929(b).

11:2-17.13 Special claims reports

(a) If the Department of Insurance observes that an
insurer’s claims settlement practices are not meeting the
standards established by statute or by this subchapter, the
Department may require such insurer to file periodic re-
ports. Depending on the nature and extent of an insurer’s
deviations from such standards and with due consideration
of the insurer’s data capabilities, the Commissioner in his
discretion may require the report to include some or all of
the statistics listed below:

1. The total number of claims submitted,
2. The original amount claimed;

3. The classification by line or insurance of each
individual claim;

4. The total number of claims denied;

5. The total number of claims paid,;

6. The total number of claims compromised;
7. The amount of each settlement;

8. The total number of claims for which lawsuits are
instituted against the insurer, the reason for the lawsuit,
and the amount of the final adjudication; and

9. An individual listing showing the disposition and
other information for each claim.

Recodified fromv 11:2-17.12 by R.1993 d.681, effective December 20,
1993.
See: 25 N.J.R. 3921(a), 25 N.J.R. 5929(b).

11:2-17.14 Separability

If any provision of this subchapter or the application
thereof to any person or circumstance is for any reason held
to be invalid, the remainder of the subchapter and the
application of such provision to other persons or circum-
stances shall not be affected thereby.

Recodified from 11:2-17.13 by R.1993 d.681, effective December 20,
1993,
See: 25 N.J.R. 3921(a), 25 N.J.R. 5929(b).

11:2-17.15 Penalties

(a) If, after notice and hearing, the Commissioner finds
that a person has violated this subchapter, he shall make his
findings in writing and shall issue and cause to be served
upon the person charged with the violation an order requir-
ing such person to cease and desist from engaging in such
violation. The Commissioner may order payment of a
penalty not to exceed $1,000 for each and every violation
unless the person knew or reasonably should have known he
was in violation of this subchapter, in which case the penalty
shall not be more than $5,000 for every violation. The
Commissioner shall collect the penalty in the name of the
State in a summary proceeding in accordance with “the
penalty enforcement law” (N.J.S.A. 2A:58-1 et seq.).

(b) Any person who violates a cease and desist order of
the Commissioner under (a) above, after it has become
final, and while such order is in effect, shall be liable to a
penalty not exceeding $5,000 for each violation, which may
be recovered in a civil action. In determining the amount
of the penalty the question of whether the violation was
willful shall be taken into consideration.
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(c) The penalties provided herein shall be in addition to
any other penalties authorized by law.

Repeal and New Rule, R.1987 d.249, effective June 15, 1987.

See: 18 N.JR. 2415(a), 19 N.J.R. 1096(a).

Petition for Rulemaking.

See: 25 N.J.R. 6065(a).

Recodified from 11:2-17.14 by R.1993 d.681, effective December 20,
1993.

See: 25 N.J.R. 3921(a), 25 N.J.R. 5929(b).

SUBCHAPTER 18. READABLE POLICIES

Authority
N.J.S.A. 17:1-8.1, 17:1C-6(e) and 56:12-1 et seq.

Source and Effective Date

R.1982 d.410, eff. November 15, 1982.
See: 14 N.LR. 967(a), 14 N.LR. 1307(c).

11:2-18.1 Purpose

The Plain Language Law (N.J.S.A. 56:12-1 et seq., as
amended) requires certain insurance policies to be written
in a “simple, clear, understandable and easily readable way.”
N.J.S.A. 39:6A-23 requires that each buyer’s guide and
coverage selection form required by that section to be issued
to insureds and prospective insureds for automobile insur-
ance be written in plain language. This subchapter provides
rules for the implementation of these provisions.

Amended by R.1991 d.4, effective January 7, 1991.
See: 22 N.J.R. 1673(a), 23 N.J.R. 103(a).

Added statutory cite and requirements for buyer’s guide and cover-
age selection form.

11:2-18.2 Scope

() This subchapter applies to all insurance policies which
are issued to individuals to provide coverage for personal,
family, or household purposes except life, health and annui-
ty policies defined in N.J.S.A. 17B:17-19a, the “Life and
Health Policy Language Simplification Act.” Examples of
coverage for personal, family or household purposes are:

1. Policies used solely to provide homeowners insur-
ance, dwelling fire insurance on one to four family units,
or individual fire insurance on dwelling contents;

2. Policies principally used to provide primary insur-
ance on private passenger automobiles which are individu-
ally owned and used for personal or family needs; and

3. Policies of personal inland marine, personal theft,
residence glass, and personal liability insurance.

(b) Coverage for personal, family or household purposes
does not mean policies used to cover business, professional
or other commercial risks, such as farm owners, business
owners, and commercial multi-peril policies.

(c) This subchapter does not supersede any other law,
regulation or filing procedure.

11:2-18.3 Definitions

The following words and terms, as used in this subchap-
ter, shall have the following meanings, unless the context
clearly indicates otherwise:

“Buyer’s Guide” means part of a written notice required
to be given to insureds and prospective insureds for automo-
bile insurance, pursuant to N.J.S.A. 39:6A-23, which pro-
vides a brief description of all available policy coverages and
benefit limits, identifies which coverages are optional and
mandatory, and identifies all options offered by the insurer.

“Commissioner” means the Commissioner of Insurance.

“Coverage Selection Form” means part of a written no-
tice required to be given to insureds and prospective in-
sureds for automobile insurance, pursuant to N.J.S.A.
39:6A-23, which provides information required by the Com-
missioner pursuant to N.J.A.C. 11:3-15.7.

“Insurer” means any person, corporation, company, asso-
ciation, partnership, title insurance company, eligible autho-
rized surplus lines insurer, or any other legal entity issuing a
contract of insurance subject to this subchapter. In this
subchapter, “insurer” also includes rating organizations.

“Policy” means any contract of insurance subject to this
subchapter and includes, but is not limited to, all policies,
contracts, certificates, riders and endorsements that provide
insurance coverage to individuals. “Policy” also includes
applications to be signed by the applicant and all other
writings required to complete the insurance transaction.

“Text” means all printed matter in a policy, except the
name and address of the insurer; the name, number and
title of the policy; the table of contents or index, captions or
subcaptions; applications; specification or declarations
pages; and schedules or tables. “Text” does not include
the Coverage Selection Form or specific language required,
permitted or approved by a law, regulation, rule or publish-
ed interpretation of a State or Federal agency.

Amended by R.1991 d.4, effective January 7, 1991.
See: 22 N.J.R. 1673(a), 23 N.J.R. 103(a).

Added definitions for “Buyer’s Guide” and “coverage selection
form”; modified “text”.

11:2-18.4 Minimum readability standards

(a) The Plain Language Law provides, at N.J.S.A.
56:12-10, certain “examples of guidelines” that the Commis-
sioner may consider in determining whether a contract
complies with the Act. The readability standards in this
section are in addition to the standards enumerated in the
Act.
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